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2003 LEGISLATIVE SESS/ION OVERVIEW 3
STATE OF IOWA
GENERAL FUND BALANCE
($ in millions)
FY 2004
FY 2003 Legislative
Estimated Action*
Estimated Funds:
Estimated Receipts
Rev. Est. Conference $ 5,034.1 $ 51187
Transfers & Adjustments 129.6 128.3
Total Receipts 5,163.7 5,247.0
Tax Refunds -649.4 - 650.0
Accruals 6.0 12.0
Total Funds 4,520.3 4,609.0
Est. Appropriations:
General Fund $ 4,530.8 $ 4,558.7
Reversions -12.5 -12.5
Net Appropriations 4,518.3 4,546.2
Ending Balance prior
to Cash Reserve $ 2.0 $ 62.8

*Prior to action by the Governor.
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THE YEAR IN REVIEW

FY 2003

Like most states, lowa continued to experience reduced
revenues and a sluggish economy in FY 2003. The
buildup to the war with Iraq has dampened consumer and
investor confidence, reflected in a projected growth rate in
state receipts (before refunds and accruals) of 0.5% for
FY 2003. For the third year in a row, lowa has tapped the
Reserve Funds to help balance the General Fund budget.
One-time sources of funding amounting to more than
$300.0 million were also utilized to balance the FY 2003
budget.

The 2003 General Assembly passed General Fund
supplemental appropriations totaling $61.0 million for the
following purposes:

e  $6.6 million to the Department of Corrections to avoid
staff furloughs and for support budget increases at
Anamosa State Penitentiary and the lowa State
Penitentiary.

e  $8.9 million to the Department of Human Services for
Child and Family Services and for the Mount Pleasant
Mental Health Institute and the Glenwood and
Woodward Resource Centers and $41.5 million to the
Department for Medicaid costs. ($16.5 million was
appropriated from other funds for the same purpose.)

e $1.7 million to the Department of Public Safety to
avoid furloughs.

e  $2.3 million to the State Public Defender for increased
indigent defense costs due to the increasing number
of claims and costs.

The current projected General Fund ending balance for
FY 2003 is $2.0 million.

FY 2004

Revenue growth projections continue to be flat for
FY 2004, with the Revenue Estimating Conference
estimating growth in total receipts (before refunds and
accruals) to be 1.7% for FY 2004. lowa is not alone in
facing difficult budget times. According to the National
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THE YEAR IN REVIEW (Contd.)

FY 2004 (Contd.)

Conference of State Legislatures (NCSL), FY 2004 is
proving to be another extremely difficult budget year with
39 states facing budget shortfalls at some time during the
year and looking to eliminate the budget gaps through
selective spending reductions, across-the-board
reductions, and revenue increases, specifically on cigarette
and tobacco taxes. As of April 2003, several states were
also examining higher personal income taxes or
considering proposals to increase the sales tax rates or
expand the base.

The lowa General Assembly appropriated $4.56 billion
from the General Fund for FY 2004 and shifted $258.8
million in expenditures from the General Fund to other
sources, and transferred $78.9 million in other fund
revenue to the General Fund.

FY 2004 General Fund budgets were reduced by $116.3
million to account for projected savings from the
Reinvention of Government. The Governor proposed a
Reinvention Plan which included retaining a consulting
firm, Public Strategies Group (PSG), to reinvent the
delivery of public services in lowa. Budget reductions were
made to local governments, state agencies, universities,
area education agencies, and the child welfare system.
PSG will be paid a percentage of the net savings
generated from the proposals, up to a maximum of

$6.4 million.

The projected General Fund ending balance for FY 2004 is
$62.8 million.

The Governor called the Legislature into a Special Session
in late May to approve the creation of a fund promoting
biotechnology and other economic development initiatives.

Also considered was overhauling lowa’s property tax

system, easing government regulations, and reducing and
simplifying personal income taxes.
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6 2003 LEGISLATIVE SESSION OVERVIEW
DISTRIBUTION OF ESTIMATED FY 2004
STATE GENERAL FUND APPROPRIATIONS
($ in millions)

Education
19.8%
K-12 School
Aid Other
40.1% 3.5%
Health &
Human
Services
16.5%
Unassigned Justice
Standings System
9.5% 10.6%
Est. FY 2004 Percent
Subcommittee Appropriations of Total
Admin. & Regulation $ 107.6 2.3%
Ag. & Natural Resources 32.5 0.7%
Economic Development 224 0.5%
Education 901.5 19.8%
Health & Human Services 755.0 16.5%
Justice System 484.5 10.6%
Trans. & Infrastructure 0.0 0.0%
Unassigned Standings 431.4 9.5%
K-12 School Aid 1,827.6 40.1%
Total $ 4,562.5 100.0%
Note:

"Other" includes Administration and Regulation, Agriculture
and Natural Resources, Economic Development, and
Transportation and Infrastructure.
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MAJOR IOWA TAX CHANGES

Funding Exemption

House File 654 provides a sales and use tax exemption
for foundry purchases of core making, mold making, and
sand handling equipment. The exemption has a
retroactive provision with limited retroactive refunds. The
future and retroactive provisions are projected to reduce
net General Fund revenues by $253,000 per year for five
years and by $135,000 each year after.

Capital Investment

House File 677 provides incentive benefits for smaller
employers making $1.0 million or more in capital
investments. The incentive benefits are projected to
reduce net General Fund receipts by $2.7 million in

FY 2005. The fiscal impact is projected to increase each
year until the maximum reduction of $7.6 million occurs in
FY 2008.

Streamlined Sales Tax

House File 683 brings lowa into compliance with model
Streamlined Sales Tax legislation. The Department of
Revenue projects that if sufficient states adopt the model
legislation, lowa will begin receiving additional sales and
use tax revenues starting in FY 2004. The new revenues
are projected to reach $71.8 million by FY 2007.

Income Tax Rate Reductions

House File 692 reduces lowa’s income tax rates
incrementally over four years, starting in tax year 2004.
By tax year 2007, each of lowa’s current nine rate
brackets will be reduced by 14.1%. If lowa voters adopt
a constitutional amendment making tax increases more
difficult, three brackets would replace the nine-bracket
system, and the deduction for federal taxes paid would
be eliminated. The changes would reduce tax revenues
by $311.0 to $323.0 million by FY 2007.
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DEPARTMENT OF ADMINISTRATIVE
SERVICES ESTABLISHED

The General Assembly passed HF 534 (FY 2004
Department of Administrative Services Act) which
reorganizes a number of administrative departments and
agencies into a single new administrative agency, the
Department of Administrative Services. The Department
will include the following:

e Information Technology Department
e  Department of General Services
o Department of Personnel

e Accounting functions of the Department of Revenue
and Finance

The initial goal of the reorganization is to merge core
services currently provided to all State agencies into one
entity. The resulting Department will include human
resources, training, purchasing, accounting, facilities,
maintenance, vehicle fleet, mail, printing, and information
technology.

Funding for the Department is provided in HF 655
(FY 2004 Administration and Regulation Appropriations
Act).

Est. Net Final Action FY 2004 vs.

Department Name FY 2003 FY 2004 FY 2003
Information Technology Department $ 2909748 $ 2967323 § 57,575
Department of General Services 8,036,419 8,313,026 276,607
Department of Personnel 3,632,730 3,757,125 124,395
Accounting - Dept. of Revenue & Finance 1,694,097 1,717,601 23,504
Total $ 16,272,994 $ 16,755,075 $ 482,081

Appropriations

Federal Cash Management $ 568,458 $ 550,000 $ - 18,458
State Unemployment 353,000 450,000 97,000
Deferred Compensation Upgrade 49,671 56,501 6,830
Total $ 971,129 $ 1,056,501 $ 85,372
Department Total $ 17,244,123 $ 17,811,576 $ 567,453
Department Total FTE Positions 458.8 445.0 - 138
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JUDICIAL BRANCH UPDATE

3 The following legislation was passed by
~=——=~] the General Assembly in the 2003
/‘\ Session. House File 694 (FY 2004 Courts
; )L‘ Policies and Procedures Act) changed
policies and procedures in the Judicial
Branch by doing the following:

e Establishes a judicial district and judicial election
district redistricting process.

e Makes changes to the nomination, appointment, and
retention of judges.

e Expands magistrate courts.

e Eliminates the position of Alternate District Associate
Judge.

e Permits district judgeships to be apportioned or
transferred to another judicial district.

e Requires the county sheriff to serve a summons in
certain delinquency proceedings.

o Eliminates the participation of the Foster Care
Review Board in voluntary foster care placements.

o Waives the filing fee and court costs for certain
contempt action.

e Changes the duties of and the procedures related to
the clerk of the district court.

e Provides that judgment interest is calculated upon
the one-year treasury constant maturity interest rate
plus 2.0%.

e Expands the access of the deferred judgment
docket.

e  Prohibits regional litigation centers.
o Modifies the probate court schedule.

Fiscal Impact

The majority of this Act has minimal fiscal impact.
However, Section 47 of the Bill establishes two levels of
filing fees for simple misdemeanors: $8 for parking and
$17 for all other simple misdemeanors. The estimated
impact to the General Fund would be an increase in
revenue of approximately $500,000 annually.
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JUDICIAL BRANCH UPDATE (Contd.)
Interim Study

The Act establishes a Judicial District Redistricting
Interim Study Committee. If a new plan is proposed for
consideration, it will be submitted to the General
Assembly by December 15, 2003, or if redistricting is
determined not to occur, a plan needs to be submitted to
the General Assembly on the allocation of Judicial
Branch resources by December 15. The Committee will
consist of 31 members.
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SENTENCING REFORM

The General Assembly passed SF 422 that reduces the
sentencing disparity in penalties between powder and
crack cocaine, repeals the determinate sentencing option
for certain Class D felonies, and provides for reopening
an 85.0% sentence.

The Act enhances the penalties for powder cocaine and
reduces the penalty at the higher end of the graduated
penalties for crack cocaine. There will be increased
costs for the Indigent Defense Program due to the
enhanced penalties for powder cocaine. No cost savings
will accrue to the Indigent Defense Program due to the
reduction of penalties for crack cocaine because the
reduction is not enough to result in a significant impact.

Approximately 25.0% of the Class C felony cases would
be eligible for sentence reopening after serving a
minimum of at least seven years, or 70.0% of the
sentence, in prison. Sentence reopening provisions will
not impact Class B felony 85.0% sentences until at least
70.0% of the sentence is served, or at mid-year FY 2014
at the earliest.

The county attorney has the option of reopening
sentences on a retroactive basis. The Board of Parole
makes the determination on 85.0% sentences for those
offenders sentenced after July 1, 2003.

Correctional Impact

The table below illustrates the maximum cumulative
impact on the prison population. The provisions in

SF 422 that relate to powder cocaine increase the prison
incarceration rate for these offenses.

FY 2004 FY 2005 FY 2006 FY 2007 FY 2008

Powder/Crack 5 15 25 31 31
Repeal Determinate D 0 0 -22 -22 -22
Sentence Reopenings -5 -21 -21 -21 -29

Total 0 -6 -18 -12 -20
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SENTENCING REFORM (Contd.)

The table above shows the maximum number that may
be released under the sentence reopening provisions.

No attempt was made to estimate how many judges
would reject reconsideration of sentences. The
possibility exists that no offenders may be released under
the sentencing reopening provisions of SF 422.

Fiscal Impact

The estimated net fiscal impact of SF 422 to the State
General Fund is an increase in expenditures of
approximately $35,000 during FY 2004, and an increase
in expenditures of $115,000 in FY 2005.

FY 2004 FY 2005
Reopenings:

Attorney General's Office $ 4,000 $ 15,000
Judicial Branch 1,000 3,000
State Public Defender's Office 1,500 6,000
CBC Supervision 9,000 52,000
Subtotal $ 15,500 $ 76,000

Powder Cocaine:
State Public Defender's Office $ 19,500 $ 39,000
Total $ 35,000 $ 115,000
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GROW IOWA VALUES PROGRAM

The General Assembly passed HF 683 (FY 2004 Grow
lowa Values Fund Act) and HF 692 (FY 2004 Taxation
Changes, the Grow lowa Values Program, and Regulatory
Reform Act). House File 692 establishes programs,
boards, and commissions under the Grow lowa Values
Program, and House File 683 provides funding for and
appropriations from the Grow lowa Values Fund.

House File 683 provides an estimated $503.0 million to the
Grow lowa Values Fund over a seven-year period,
beginning in FY 2004 from revenues generated by the
streamlined sales and use tax agreement and federal
funds.

The Act appropriates a total of $100.0 million ($59.0 million
in FY 2004 and $41.0 million in FY 2005) to the Grow lowa
Values Fund from federal funds that will be received
through the federal Jobs and Growth Tax Relief
Reconciliation Act of 2003.

The Act directs an estimated $403.0 million be deposited
into the Fund from revenues that will be generated from the
State entering into the streamlined sales and use tax
agreement.

The Act appropriates a total of $277.5 million from the
Grow lowa Values Fund over a four-year period (FY 2004 —
FY 2007) to be used for a wide range of economic
development initiatives. The appropriations and initiatives
include:

e $178.0 million for economic development programs
administered by the Department of Economic
Development.

e  $27.0 million for financial assistance to Regents
universities and accredited private institutions for a
variety of initiatives associated with biotechnology and
value-added agricultural purposes.

e $20.0 million for economic development marketing
efforts.

e $22.5 million for a Loan and Credit Guarantee Fund.

e $25.0 million for a Workforce Training and Economic
Development Fund created for community colleges.
The Act allocates $1.0 million per year for three years
(FY 2004 — FY 2006) for a Job Retention Program
through community colleges.
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GROW IOWA VALUES PROGRAM (Contd.)

House File 692 establishes the Grow lowa Values Program
through the following provisions:

Creates the Grow lowa Values Board within the
Department of Economic Development, specifying the
membership and duties of the Board members.

Establishes a Due Diligence Committee within the
Department of Economic Development to oversee
expenditure of the Grow lowa Values Fund and to
provide recommendations to the Grow lowa Values
Board.

Creates a Grow lowa Values Review Commission
within the Office of the Auditor to provide program
evaluation of specified goals and objectives.

Creates a Grow lowa Values Fund to be administered
by the Grow lowa Values Board.

Establishes an Economic Development Marketing
Board within the Department of Economic
Development to administer and implement the
approval process for marketing strategies.

Amends the Value-Added Agricultural Products and
Processes Financial Assistance Program (VAAPFAP)
requiring the Department of Economic Development to
give preference to producer-owned, value-added
businesses and public and private joint ventures
involving an institution of higher learning under the
Board of Regents, or a private college or university
acquiring assets, research facilities, and leveraging
moneys in a manner that meets the goals of the Grow
lowa Values Fund.

Allows the Department to reserve up to 50.0% of the
Value-Added Agricultural Products and Processes
Financial Assistance Program (VAAPFAP) funds for
persons requiring up to $500,000 in financial
assistance.

Creates the Endow lowa Program Act and requires the
Department of Economic Development to identify a
lead philanthropic entity to encourage the development
of qualified community foundations in the State.

Allows the Board of the lead philanthropic entity to
award Endow lowa Grants to qualified community
foundations and affiliate organizations, provided
certain specified criteria is met.
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REINVENTION OF GOVERNMENT

The Governor contracted with the Public Strategies Group
to develop financial savings for State Government.
Together in HF 655 (FY 2004 Administration and
Regulation Appropriations Act) and SF 453 (Reinvention of
Government Act) there is $6.4 million appropriated from the
General Fund for the costs related to the consultant.

Senate File 453 provides an estimated net savings of
$117.0 million for the General Fund for changes to
appropriations, State government expenditures, remission
of funds to the State, and local government actions. The
Act also appropriates $14.0 million from the Hospital Trust
Fund for Medical Assistance (Medicaid) for FY 2004.
Senate File 458 (FY 2004 Standings, Salaries, and
Statutory Changes Act) amends SF 453. House File 683
(Economic and Tax Matters Act) adopted in the First
Extraordinary Session also amended SF 453. Considering
the Acts together, the significant fiscal changes are as
follows:

Property Tax Issues

e Eliminates State payments to local government for
personal property tax and franchise tax replacement.

e Moves the termination of the State payment of
industrial machinery, equipment, and computer tax
replacement claims from June 30, 2006, to June 30,
2004, and appropriates $11.3 million for FY 2004.

e Prohibits revaluation of industrial machinery,
equipment, and computers to recover a shortfall in
funding for FY 2004 replacement claims.

e  Provides $8.8 million of Franchise Tax Revenues to
cities and counties in FY 2004.

e Total savings from issues related to property tax are
estimated to be $70.0 million.

e  Appropriates $1.0 million for the Local Government
Innovation Fund.

Transaction Fee

e Requires a $5.00 electronic transaction fee for each
document for transactions undertaken by a county
recorder for an instrument filed or recorded for
FY 2004. Of that amount, $4.00 remains with the
county recorder and $1.00 is transferred to the Local
Electronic Government Transaction Fund for
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REINVENTION OF GOVERNMENT (Contd.)

electronic access to local government records and
information. Beginning in FY 2005, the fee is $1.00
and will be retained by county recorders.

o The fee is expected to generate an additional
$3.5 million in FY 2004 for local government revenues
and $1.0 million for the Local Electronic Government
Transaction Fund.

Department of Administrative Services: The Department is
required to transfer $900,000 from the Department’s Rent
Fund to the State General Fund.

Board of Regents: Reduces the FY 2004 General Fund
appropriations to the Regents universities by a total of
$17.9 million.

Charter Agencies

e  Provides for charter agencies to be designated to
operate under a performance agreement in exchange
for a budget reduction in FY 2004.

e Grants exemptions from various administrative rules
for charter agencies.

e Requires charter agencies to issue a report by
December 31, 2003, to the General Assembly
regarding the agency’s activities.

e Specifies that the intended savings from charter
agencies for FY 2004 is $15.0 million, with other
reinvention savings included within that target.

e Creates a $3.0 million Charter Agency Grant Fund for
FY 2004.

Area Education Agencies

o Creates a task force to study service delivery by the
Area Education Agencies (AEAs). The report is due to
the General Assembly by December 15, 2003.

e Requires the AEAs to remit $10.0 million to the State
from various Fund balances.

e Reduces funds to AEAs by $10.0 million for FY 2004.

Child Welfare System Redesign

e Requires the Department of Human Services (DHS) to
implement a redesign system for child welfare
services.
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REINVENTION OF GOVERNMENT (Contd.)

e Reduces the General Fund appropriations to the
DHS by $10.0 million for FY 2004.

e Appropriates $1.2 million from the General Fund to
the DHS for development of a statewide information
system to implement the redesign changes.

o Establishes a Provider Loan Fund and deposits
$1.0 million into the Fund from the General Fund to
assist child welfare providers with short-term cash
flow deficiencies.

Department of Human Services Reinvention

e Requires the DHS to implement an electronic billing
and payment system for child care and Medical
Assistance (Medicaid) Program providers by
January 1, 2005, and reduces the appropriation for
FY 2004 to the DHS by $300,000 to reflect the
savings from this system.

e Removes the requirement that excess funds in the
Hospital Trust Fund transfer to the Senior Living
Trust Fund at the end of FY 2003.

e Reduces the General Fund DHS Medicaid
appropriation for FY 2004 by $7.5 million. Increases
the appropriation from the Hospital Trust Fund for
FY 2004 by $14.0 million and appropriates the funds
to Medicaid.

e  Provides funding of $3.5 million from the School Aid
Formula to children residing at the three DHS
juvenile institutions and reduces the General Fund
appropriations to the institutions by $2.2 million to
reflect the additional revenue.

Reinvention Investment: Appropriates $1.4 million from
the General Fund for the cost of reinvention initiatives
(consultant). This is in addition to the $5.0 million
appropriated for FY 2004 in HF 655 (FY 2004
Administration and Regulation Appropriations Act).

lowa Lottery Authority

o Establishes the lowa Lottery Division within the
Department of Revenue and Finance as a separate
Authority.

e Specifies that the lowa Lottery Authority will have an
independent budget beginning in FY 2005.

e Requires transfers of $54.8 million from lottery
proceeds to the State General Fund for FY 2004.
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SUMMARY OF GAMING TAX ISSUE

On June 12, 2002, the lowa Supreme Court ruled that
racetracks should not be taxed at a different rate than
riverboats. The lowa Supreme Court held that it was
unconstitutional under the Equal Protection Clause of the
lowa Constitution to tax riverboats and racetracks at a
different rate. The State appealed the lowa Supreme
Court’s ruling to the U.S. Supreme Court, which issued its
ruling on June 9, 2003.

The U.S. Supreme Court reversed the lowa Supreme
Court’s ruling and remanded the case back to the lowa
Supreme Court. The lowa Supreme Court has the
authority to uphold its ruling as it applies to the lowa
Constitution. It is not known when the lowa Supreme Court
will issue its ruling.

The State had been taxing racetracks at 32.0% in calendar
year 2002 and riverboats at 20.0%. The lowa Supreme
Court ruling on June 12, 2002, lowered the tax rate on
lowa’s racetracks from 32.0% to 20.0%, the rate that
riverboats are taxed. The tax rate for racetracks was
scheduled to increase to 34.0% on January 1, 2003, and to
36.0% on January 1, 2004. The ruling also required the
State to reimburse the racetracks an estimated $112.0
million for the years in which the racetracks were taxed
above the 20.0% rate.

If the lowa Supreme Court ruling is consistent with the U.S.
Supreme Court, the racetracks will be required to
reimburse the State approximately $40.0 million for back
taxes from June 12, 2002. State wagering tax revenues
will also increase by approximately $46.0 million in

FY 2004 due to the higher tax rate. In addition, the State
will not be required to pay the racetracks an estimated
$112.0 million in back taxes.
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OPERATING WHILE INTOXICATED (OWI)
STATUTE CHANGES

During the 2003 Legislative Session, the General
Assembly enacted a .08% blood-alcohol content illegal per
se law. House File 65 (FY 2004 Operating While
Intoxicated Blood-Alcohol Content Act) lowers the limit for
blood-alcohol concentration while driving a motor vehicle
from .10% to .08%.

Federal Funds Impact

Due to passage of HF 65, the State will receive one-time
incentive funds provided under TEA-21. Depending on the
number of states with a .08% per se law at the time lowa’s
law is enacted, lowa will receive between an estimated
$1.4 million to $2.1 million in FFY 2004. As of January
2003, 34 states have adopted .08% per se laws. Fifteen
states are not in compliance. The incentive funds can be
used for any projects eligible for assistance under 23 U.S.
C., which include highway construction and traffic safety
projects. Of the incentive funds received by the State, and
of the amount obligated by the Department of Public Safety
(DPS), at least 40.0% must benefit local programs. The
lowa State Patrol’'s FY 2004 budget assumes it will receive
$1.2 million from incentive funds.

State Government Impact
Expenditures

House File 65 will result in an estimated increase in
expenditures of $371,000 in FY 2004 and $796,000 in
FY 2005 to the General Fund. A detailed breakdown of
expenditures is as follows:

FY 2004 FY 2005
Dept. of Corrections - Prisons $ 9,000 $ 22,000
CBC (treatment) 62,000 148,000
County Confinement Minimal Minimal
Probation and Parole 61,000 147,000
Courts 32,000 64,000
Indigent Defense 118,000 239,000
Substance Abuse Treatment 89,000 176,000
DPS - lowa State Patrol Minimal Minimal
Total $ 371,000 $ 796,000
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OPERATING WHILE INTOXICATED (OWI)
STATUTE CHANGES (Contd.)

Additional FTEs will be needed for probation and parole
statewide: 1.16 FTE positions in FY 2004 and 2.8 FTE
positions in FY 2005. The First, Third, Fifth, and Sixth CBC
District Departments will experience the most increase in
demand for additional staff.

Revenues

Total revenues for mandatory criminal and civil fines and
surcharge fees are estimated to increase by $114,000 to
the General Fund and $35,000 to the Victim Compensation
Fund in FY 2004; and $273,000 to the General Fund and
$72,000 to the Victim Compensation Fund in FY 2005.

Local Government Impact
Expenditures

Local governments will experience increased costs for
operating jails under HF 65. Total increased statewide
costs for local jails are estimated to be $66,000 to
$110,000 more annually than current law.

The increase in the number of arrests is not anticipated to
have significant fiscal impact on local law enforcement.
Resources for enforcement may be diverted from other
duties.

Revenues

Total revenues to the counties’ General Funds are
expected to be minimal.
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MEDICAL ASSISTANCE COST
CONTAINMENT ACT

During the 2003 Legislative Session, the General
Assembly passed HF 619, which makes programmatic
and reimbursement changes estimated to save

$46.4 million in the Medical Assistance (Medicaid)
Program. The provisions for which a fiscal impact can be
determined include:

e Implementation of a Preferred Drug List based on
the State of Michigan’s Program is projected to save
$7.0 million in General Fund money.

e Decreasing the dispensing fee paid to pharmacists
from $5.17 to $4.26 is projected to save $2.2 million
in General Fund money.

e Increasing the co-payments on prescription drugs
and physician visits is projected to save $854,000 in
General Fund money.

e Decreasing the drug ingredient reimbursement to
pharmacies to the Average Wholesale Price (AWP)
minus 20.0% is projected to save $2.0 million in
General Fund money.

e Expansion of the State Maximum Allowable Cost
Program is projected to save $1.9 million in General
Fund money.

e The Act assumes savings from rule changes and
current statute related to nursing home
reimbursement totaling $7.8 million. The Act allows
the Department of Human Services (DHS) to adjust
an inflation factor in the nursing facility rate
calculation that is projected to save up to $3.0
million. These savings combined offset a budgeted
increase of $10.7 million in nursing facility
reimbursement rates.

e Conducting targeted audits and reviewing utilization
is projected to save $2.0 million in General Fund
money.

e The Act increases reimbursement to the University of
lowa Hospital and Broadlawns Hospital for physician
services. This results in a net increase in federal
revenues of $13.5 million.
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NON CARETAKER CHILD ABUSE
REPORTING BILL

During the 2003 Legislative Session, the General
Assembly approved HF 206 (FY 2004 Non Caretaker Child
Abuse Reporting Act). Significant provisions of the Act
include:

e Increases the child age from under age 12 to under
age 16 for suspected abuse that is perpetrated by a
person other than the individual responsible for the
care of the child.

e Requires mandatory reporters to report suspected
abuse of a child that is under age 16 by a person that
is not a caretaker and permits reporting of abuse for
older children.

e Requires members of the clergy to be mandatory
reporters of child abuse under certain circumstances.
In addition, the Bill provides an exception to the
requirement of completing two hours of training every
five years relating to the identification and reporting of
child abuse for clergy members.

In FY 2004, HF 206 is expected to result in an estimated
120 additional convictions for sexual abuse and 238 in

FY 2005. The prison population will increase by 105
inmates in FY 2004 and 313 in FY 2005. By the fifth year,
the prison population will increase by 836 inmates and may
require a new prison be built at an estimated construction
cost of $45.0 million and an estimated annual operating
cost of $28.0 million.

The Act is estimated to increase State General Fund
expenditures for FY 2004 from $668,000 to $808,000, and
from $1.8 million to $2.1 million in FY 2005.

House File 206 is also expected to have an impact to local
government, especially for law enforcement agencies and
jails due to pre-trial detentions. However, due to
insufficient information, the fiscal impact to local
governments cannot be determined.

The Governor vetoed HF 206 on May 30, 2003.
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ASSISTED LIVING PROGRAM
REGULATION ACT

During the 2003 Legislative Session, the General
Assembly approved HF 675 (FY 2004 Assisted Living
Program Regulation Act) that provides for changes to the
Code of lowa relating to the oversight of elder group
homes and assisted living programs. Significant
provisions include:

Specifies it is the intent of the General Assembly
that the Department of Elder Affairs establish policy
for assisted living programs and that the Department
of Inspections and Appeals enforce regulations.

Requires the Department of Elder Affairs to
establish a system for the certification and
monitoring of assisted living programs.

Permits services to be provided by individuals
employed by the tenant, if the tenant agrees to
assume responsibility for risk associated with the
contractual relationship.

Permits assisted living programs to enter into written
agreements with Medicare-certified hospice
programs for tenants who are terminally ill who elect
to receive hospice services under the federal
Medicare Program.

Prohibits an assisted living program from operating
unless a written occupancy agreement is executed
between the program and each tenant or tenant’s
representative.

Permits the Department of Elder Affairs to establish
civil penalties for noncompliance with regulatory
requirements that present an imminent danger,
substantial probability of death, or physical harm to
a tenant.

Prohibits a certified assisted living program from
having to be licensed as a health care facility unless
the program is represented to the public in such a
manner.

Establishes monetary amounts to be assessed for
assisted living certification and related fees and
requires the Department of Inspections and Appeals
to collect and deposit these fees into the General
Fund. It is estimated that $75,000 in fees will be
collected and deposited into the General Fund in
FY 2004.
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ASSISTED LIVING PROGRAM
REGULATION BILL (Contd.)

e Requires that a continuing care retirement
community that is in compliance with Chapter 523D,
Code of lowa, not be held in violation of Chapter
231C, Code of lowa, if the continuing care retirement
community provides services to independent living
residents.

House File 667 (FY 2004 Health and Human Services
Act) appropriates $800,000 from the Senior Living Trust
Fund to the Department of Inspections and Appeals for
regulatory activities associated with assisted living and
adult day services programs. In addition, it is estimated
that up to $120,000 in fees will carryover into FY 2004.
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ADULT DAY SERVICES
REGULATION ACT

During the 2003 Legislative Session, the General
Assembly approved HF 672 (FY 2004 Adult Day Services
Regulation Act). Significant provisions include:

Provides for the regulation of adult day services
programs.

Requires the Department of Elder Affairs to
establish a system for certification, monitoring, and
complaint investigation for adult day services
programs by Administrative Rule in consultation with
the Department of Inspections and Appeals and
affected industry, professional, and consumer
groups.

Establishes monetary amounts for certification and
related fees, requires the Department of Inspections
and Appeals to collect the fees and deposit fees into
the General Fund.

Permits the Department of Inspections and Appeals
to assess and collect a monetary penalty from a
program that discriminates or retaliates against a
client or to revoke the program’s certification. Funds
collected from penalties are to be deposited into the
General Fund. It is estimated that less than
$100,000 in fees will be collected and deposited into
the General Fund in FY 2004.

Requires the Department of Inspections and
Appeals, in consultation with the Departments of
Elder Affairs and Public Safety, to submit a report to
the General Assembly and the Joint Health and
Human Services Appropriations Subcommittee
regarding the implementation of the oversight
system by December 31, 2004.

House File 667 (FY 2004 Health and Human Services
Act) appropriates $800,000 from the Senior Living Trust
Fund to the Department of Inspections and Appeals for
regulatory activities associated with assisted living and
adult day services programs.
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ELECTIONS AND VOTER
REGISTRATION

The General Assembly passed House File 614

(FY 2004 Elections and Voter Registration Act). The
Act amends the Code of lowa to implement the federal
Help America Vote Act provisions required of all states.
This includes changes to the following areas:

e Implementing uniform and nondiscriminatory
complaint procedures.

o Establishing a centralized computer system for
voter registration.

e Establishing a State Planning and Implementation
Committee.

e  Providing voter registration by mail requirements
and voter eligibility.

o Verifying voter registration information.

e  Providing written instructions to voters and precinct
election officials.

e Posting instructions and sample ballots at poll
sights.

e Establishing procedures for challenged voters to
cast provisional ballots.

e Purchasing voting machines by counties.
e Establishing duties of the election officers.
e Placing of voting machines at the polls.

e Establishing duties of the State Commissioner of
Elections.

e Amending the Code of lowa relating to absentee
ballot voting.

lowa could receive up to $35.0 million in federal funding
for implementing the required federal provisions of the
Help America Vote Act. The first $5.0 million will have
no match requirement. The Governor must specify that
the State will comply with the federal regulations. The
remaining $30.0 million will require a 5.0% match rate
($1.5 million). The General Assembly did not
appropriate State funds for this purpose. The State is
required to meet the federal requirements whether
federal funding is received or not.
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VISION IOWA PROGRAM

The Vision lowa Program was created
by the 2000 General Assembly to
|H|H|H| assist communities in developing major
TT] attractions. The Program funds
A projects costing at least $20.0 million
and involve primarily vertical
infrastructure. The funded projects are
to have regional or statewide economic impact and the
potential to attract out-of-state visitors. The maximum
Vision lowa funding for any one project is $75.0 million. A
minimum of 50.0% of the total project must be funded from
local and other sources, excluding federal or other State
moneys. A preference is given to projects with greater
local funding.

The program receives $15.0 million annually for 20 years
from gambling receipts. Using this funding stream, the
Treasurer of State issued bonds, which were sold on
October 9 and 10, 2001. The proceeds from the bond sale,
projected interest earned, and funds carried forward from
previous fiscal years provided a total of $220.3 million for
Vision lowa projects. To date, 11 awards have been
issued. They are:

e  Mid American Recreation and Convention Complex,
Council Bluffs — $24,000,000 grant plus $7,000,000
loan. Repayments of this loan are used for the Capitol
City Vision Project forgivable loan (Polk County).

e America’s River at the Port of Dubuque — $40,000,000
grant.

e River's Edge, Sioux City — $21,000,000 grant.

e  Capitol City Vision Project, Polk County — $55,000,000
grant plus a $15,000,000 forgivable loan.

o River Renaissance on the Mississippi, Davenport —
$20,000,000 grant.

e Bridge View Event Center, Ottumwa — $7,500,000
grant.

e Things to Do With A River View, Clinton — $3,300,000
grant.

e River Renaissance, Waterloo — $9,500,000 grant.
e Des Moines Menace Stadium — $2,500,000 grant.
e River Run, Cedar Rapids — $10,500,000 grant.

e West Tarkio Reservoir/Lake Shenandoah and
Clarinda — $12,000,000 grant.

Approximately $5.0 million remain available for awards.
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TOBACCO SETTLEMENT

On November 20, 1998, forty-six states approved a
settlement agreement with the four major tobacco industry
manufacturers comprising 99.4% of the United States
cigarette market. The manufacturers agreed to a
settlement valued at $206.4 billion to be paid over 25 years
to settle tobacco-related lawsuits filed by the states.

lowa will receive approximately 0.87% ($1.8 billion) of the
total funds allocated for distribution to the states. Annual
unadjusted payments to lowa will initially increase on a
yearly basis, beginning with $55.8 million in April 2000 and
increasing to $73.0 million in April 2003. lowa will then
receive $60.9 million annually for the years 2004 through
2007, $62.1 million annually for the years 2008 through
2017, and $69.6 million annually for the years 2018
through 2025.

The 2001 General Assembly passed SF 532 that
authorized securitization of the tobacco settlement
payment. The Act authorized the sale of $600.0 million
tax-exempt and $50.0 million taxable securities for 30
years. The net tax-exempt proceeds ($540.0 million) were
placed in the Tobacco Settlement Trust Fund Restricted
Capital Funds Account. These funds are used for litigation
payments, qualified capital projects, and certain debt
service. The net taxable proceeds ($39.6 million) were
placed in the Endowment for lowa’s Health Account, to
create an endowment for future appropriations for health-
related programs. The 2001 General Assembly also
created the Healthy lowans Tobacco Trust, which provides
a mechanism to appropriate funds from the Endowment for
health-related programs.

The 2003 General Assembly passed several Acts which
impacted the Endowment, Restricted Capital Fund, and the
Healthy lowans Tobacco Trust:

o Senate File 458 (FY 2004 Standings Appropriations
Act) eliminated the FY 2004 General Fund
appropriation of $28.3 million to the Endowment. The
Act also transferred $20.0 million from the Endowment
to the General Fund. It also commits future General
Fund receipts, after the Economic Emergency Fund
has been maximized, to reimburse the Endowment
$101.8 million for the following items:

e $20.0 million for the FY 2003 School Aid
appropriation.
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TOBACCO SETTLEMENT (Contd.)

e $2.5 million for the FY 2002 Medicaid
Supplemental appropriation.

e  $22.0 million transferred to the General Fund
in FY 2002.

e $9.0 million transferred from the Endowment
to the General Fund in FY 2003.

e  $48.3 million impact of SF 458.

e House File 685 (FY 2004 Healthy lowans
Tobacco Trust Appropriations Act) transfers
$5.2 million from the Endowment to the Healthy
lowans Tobacco Trust.

e Senate File 375 (Tobacco Settlement
Enforcement Act) provides a FY 2003
supplemental appropriation of $646,000 to the
Treasurer of State for payment of litigation fees
incurred pursuant to the Master Settlement
Agreement. The appropriation is made from the
tax-exempt bond proceeds of the Restricted
Capital Fund.

See pages 71 and 72 on Infrastructure Funding for
information related to the Restricted Capital Fund.
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TOBACCO SETTLEMENT (Contd.)
Endowment For lowa's Health Account
Estimated Estimated
FY 2003 FY 2004
Resources
Balance $ 22,524,980 $ 13,274,927
Bond Proceeds 0 0
Transfers from General Fund 27,087,000 28,251,000
Deappropriation - 27,087,000 - 28,251,000
Wagering Tax Allocation 75,000,000 70,000,000
22.0% of Master Settlement Agreement Payment 9,436,025 14,946,519
Tobacco Settlement Residuals 16,308,179 12,197,646
Interest Earned 674,515 483,479
Total $123,943,699 $ 110,902,571
Appropriations
Healthy lowans Tobacco Trust $ 55,825,000 $ 56,662,375
Healthy lowans Tobacco Trust 9,000,000 5,206,960
Transfer to General Fund 9,000,000 20,000,000
Student Achievement/Teacher Quality Act 0 0
School Aid Appropriation 20,000,000 0
Tuition Replacement 16,843,772 0
Total $110,668,772 $ 81,869,335
Ending Balance $ 13,274,927 $ 29,033,236
Healthy lowans Tobacco Trust Fund
Estimated Estimated
FY 2003 FY 2004
Resources
Balance $ 1,720,038 $ 1,505,298
Transfer from the Endowment 55,825,000 56,662,375
Endowment (Wagering Tax Allocation) 9,000,000 5,206,960
Interest Earned 160,000 100,000
Total $ 66,705,038 $ 63,474,633
Appropriations
Department Intended Use
Corrections Day Programming, Drug Courts, Sub.

Abuse Treatment, Clinical Care Unit $ 1,710,000 $ 2,020,000
Public Health  Tobacco Use Prevention/Control, Sub.

Abuse, & Healthy lowans 2010 17,465,064 19,621,960
Education lowa Empowerment Fund 1,153,250 2,153,250
Human Serv. Medicaid Elig. for Special Needs Children 1,975,496 1,975,496
Medicaid Provider Reimbursements 22,845,930 22,845,930
Supplement Medicaid Appropriation

from General Fund 17,500,000 14,346,750

Supplement Children's Health Insurance
Program (CHIP) Funding 200,000 200,000
Breast/Cervical Cancer Treatment 250,000 250,000
HIPPA Implementation 2,100,000 0
Total Appropriations $ 65,199,740 $ 63,413,386
Ending Balance $ 1,505,298 § 61,247
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SENIOR LIVING TRUST FUND

House File 667 (FY 2004 Health and
Human Services Appropriations Act)
appropriates $161.6 million and 11.0
FTE positions from the Senior Living
Trust Fund to the Department of Human
Services (DHS), the Department of
Elder Affairs, and the Department of Inspections and
Appeals.

For FY 2004, the Act appropriates as follows:

e $101.6 million to the DHS to supplement the Medical
Assistance (Medicaid) Program.

e  $30.0 million to the DHS for nursing facility provider
reimbursements based on a case-mix
reimbursement methodology.

e $20.0 million to the DHS for nursing facility
conversion grants.

e  $1.7 million and 5.0 FTE positions to the DHS to
supplement the Medicaid appropriations for the
Elderly Home and Community-Based Service
Waiver and the State Supplementary Assistance
Program.

e  $7.5 million to the Department of Elder Affairs for the
Senior Living Program, which primarily provides
funding for home and community-based services for
seniors.

e $800,000 and 6.0 FTE positions to the Department
of Inspections and Appeals for the oversight of
assisted living and adult day care programs.

The Senior Living Trust Fund was established by the 2000
General Assembly to receive deposits from
intergovernmental transfers that resulted from the State’s
ability to draw down federal matching funds calculated as if
all nursing facilities in the State are reimbursed at the
federal Medicare rate. The federal Medicare rate is higher
than the lowa Medicaid rate.

Deposits into the Fund from intergovernmental transfers
are projected to end after the first quarter of FY 2004. If
future appropriations from the Fund remain at FY 2004
levels, it is estimated that the Fund will be depleted in
FY 2006.
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SENIOR LIVING TRUST FUND (Contd.)

Senate File 458 (FY 2004 Standings Appropriations
Act) commits future General Fund ending balances,
after the Economic Emergency Fund has been
maximized and $40.0 million has been reimbursed to
the Endowment for lowa’s Health Account, to reimburse
the Senior Living Trust Fund $118.0 million.

Senior Living Trust Fund
($ in millions)

Estimated
FY 2004
Revenues
Beginning Balance $ 3368
Intergovt. Transfer 24.6
Interest 6.5
Total Revenues $ 367.9
Expenditures
NF Conversion/LTC Service Grants $ 20.0
DHS Service Delivery
Assisted Living Rent Subsidy 0.7
HCBS Elderly Waiver 0.7
NF Case Mix and Price Methodology 30.0
Medical Assist. Program (Medicaid) 101.6
DHS Administration and Contracts 0.3
DHS Total $ 1533
DEA Service Delivery
Senior Living Program $ 7.0
DEA and Contract Administration 0.5
DEA Total 7.5
DIA - Asst'd. Living & Adult Day Care $ 0.8
Total Expenditures $ 161.6
Ending Balance $ 206.3

NF = Nursing Facility

LTC = Long-Term Care

HCBS = Home and Community-Based Services
DEA = Department of Elder Affairs

DIA - Department of Inspections and Appeals
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HOSPITAL TRUST FUND

House File 667 (FY 2004 Health and
Human Services Appropriations Act)
and HF 691 (Reinvention of
Government Act) appropriate a total of
$29.0 million from the Hospital Trust
Fund to the Department of Human
Services (DHS) to supplement the
Medical Assistance Program for

FY 2004.

House File 763 (Hospital Trust Fund Act) created a Trust
Fund similar to the Senior Living Trust Fund. The Fund
was created during the Second Extraordinary Session of
the 79th General Assembly on November 8, 2001.
Following that, the DHS filed the request to the federal
Centers for Medicare and Medicaid Services (CMS) to
allow the State of lowa to participate in the federal upper
payment limit process for hospitals (which would generate
the revenues to be deposited into the Hospital Trust Fund).
The Act allowed the DHS to request and receive these
enhanced federal funds.

Currently, Medicaid payments may not exceed 150.0% of a
reasonable estimate of what Medicare would have paid for
the same services. The State Medicaid Plan amendment,
effective November 26, 2001, as approved by the CMS
allows reimbursement based on Medicare rates, which are
higher than Medicaid. lowa is the 36th state to utilize this
funding mechanism.

The General Assembly appropriated $29.0 million from the
Hospital Trust Fund in FY 2004.
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ENVIRONMENT FIRST FUND

The Environment First Fund was
w created by the 2000 General

=15 Z=[ Assembly to provide funding for the
protection, conservation,
enhancement, or improvement of

natural resources or the environment.
The Environment First Fund receives
an annual appropriation of $35.0 million from the Rebuild
lowa Infrastructure Fund (RIIF). The General Assembly
annually appropriates from the Environmental First Fund
for specific environmental projects. For FY 2004, $14.0
million is appropriated to the Department of Agriculture and
Land Stewardship for soil and water conservation
initiatives, $500,000 to the Department of Economic
Development for the Brownfield Redevelopment Program,
and $20.5 million to the Department of Natural Resources
(DNR) for environmental programs. Included in the DNR
funding is $11.0 million for the Resource Enhancement and
Protection (REAP) Fund.

The General Assembly passed SF 436 (FY 2004
Environment First Fund Appropriations Act), which
provided a supplemental appropriation from the Cash
Reserve Fund to the Environment First Fund for FY 2003.
The funding was necessary due to a projected revenue
shortfall in the RIIF resulting from the lowa Supreme Court
ruling on June 12, 2002, that reduced the State tax on
gambling at the racetracks from 32.0% to 20.0%.
Contracts to continue implementing environmental
programs through the remainder of the fiscal year were in
jeopardy due to lack of funds in the Environment First Fund
and the RIIF.

OTHER ENVIRONMENTAL-RELATED
APPROPRIATIONS

In addition to the appropriations from the Environment First
Fund, the General Assembly also appropriated $6.5 million
from the Restricted Capital Fund for FY 2004 for
environmental and recreational purposes. The
appropriations include: $3.0 million for the Destination
State Park, $2.5 million for the Restore the Outdoors
Program, and $1.0 million for Recreational Trails.
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ENVIRONMENT FIRST FUND (Contd.)
Environment First Fund
($ in millions)

Resources FY 2004
Rebuild lowa Infrastructure Fund Approp. $ 35.0

Expenditures
Department of Agriculture
Conservation Reserve Enhancement
Program (CREP) $ 1.5
Watershed Protection Program 2.7
Farm Demonstration Program 0.9
Soil Conservation Cost Share 5.5
Agricultural Drainage Wells 0.5
Conservation Reserve Program (CRP) 2.0
Loess Hills Conservation Authority 0.6
Southern lowa Conservation and
Development Authority 0.3
Total Department of Agriculture $ 14.0
Department of Natural Resources
Geographic Information System Development $ 0.1
Volunteer Water Quality Initiatives 0.1
Water Quality Monitoring Stations 3.0
Water Quality Protection 0.5
Air Quality Monitoring Equipment 0.5
Lake Dredging 1.0
Marine Fuel Tax Capital Projects 23
Park Operations 2.0
REAP Formula Allocation 11.0
Total Department of Natural Resources $ 20.5
Department of Economic Development
Brownfield Redevelopment Program $ 0.5
Total Expenditures $ 35.0

REAP = Resource Enhancement and Protection Fund
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STUDENT ACHIEVEMENT AND
TEACHER QUALITY ACT

During the 2003 Legislative
Session, the General Assembly
passed legislation pertaining to the
continuation of the Student
Achievement and Teacher Quality
Program and provided $44.3
million in funding for FY 2004 in

HF 662 (FY 2004 Education Appropriations Act). The
allocation amounts are:

Allocates $700,000 to the Department of Education for
National Board Certification awards.

Allocates $4.2 million to the Department of Education
for the Beginning Teacher Mentoring and Induction
Program. If sufficient funds are available, each district
shall receive $1,300 per beginning teacher, and $500
per semester shall be awarded to the mentor.

Allocates $1.0 million to the Department of Education
for the Evaluator Training Program.

Allocates $375,000 to the Department of Education for
implementing the Career Development Program and
for Department administrative costs. Requires
$75,000 of this amount be used to administer the
Ambassador to Education (Teacher of the Year)
Program.

Allocates $38.0 million to school districts (based
50.0% on enroliments and 50.0% on the number of
FTE teachers) and area education agencies. The
funds are to be used to enhance teacher salaries,
subject to minimum salaries specified in SF 476

(FY 2002 Student Achievement and Teacher Quality
Act) and to collective bargaining negotiations.
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MANAGING IOWA’S MONEY - CURRENT LAW

In recent years lowa enacted legislation

has implemented sound financial
@ practices to achieve financial stability.

Ongoing expenses have been brought
into line with current revenues and the
General Fund deficit, as calculated
under Generally Accepted Accounting Principles
(GAAP), has been eliminated. In the 1980s and early
1990s, lowa experienced serious financial problems
including tax revenues below expectations;
expenditures above budget; and a lack of reserves.
The Legislature established spending limits and
reformed the budget process restoring fiscal integrity,
improving cash flow, and creating balances in reserve
funds.

The Governor and the General Assembly have statutory
responsibility to balance the budget. In 1992, several
statutory reforms were enacted to provide long-term
solutions to the State’s budget problems. These
included the “Expenditure Limitation” laws.

e Spending is limited to 99.0% of adjusted revenues,
95.0% of any new revenue implemented in a fiscal
year, and any carry-over from the previous year.

e The Governor and the Legislature are required to
use the revenue estimates agreed to by the
December Revenue Estimating Conference or a
later estimate during the legislative session, if it is
lower, as a basis to determine the General Fund
Budget for the following fiscal year.

e Three reserve accounts or funds have been created:
the Cash Reserve Fund; the GAAP Deficit
Reduction Account; and the Economic Emergency
Fund (Rainy Day Fund).

e Expenditures from these reserve funds are limited
by statute.
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IOWA’S RESERVE FUNDS
(RAINY DAY FUNDS)

Cash Reserve Fund

e The year-end General Fund Surplus (ending
balance) is appropriated to the Cash Reserve Fund.

e The cash reserve goal is 7.5% of the General Fund
revenues (statute amended from 5.0% in HF 2625
during the 2002 Session, but this language was
notwithstood for FY 2004 so the FY 2004 goal
remains at 5.0%).

e Moneys in the Cash Reserve Fund may be used for
cash flow purposes but shall be returned by the end
of the fiscal year.

o Expenditures from the Cash Reserve Fund are
limited to nonrecurring emergency expenditures.

Generally Accepted Accounting Principles (GAAP)
Deficit Reduction Fund

e Unexpended money from the General Fund, after
the Cash Reserve Fund target is made, is also
deposited to the GAAP Fund.

e Funds are appropriated for the purpose of
eliminating the State’s GAAP deficit. The GAAP
deficit was eliminated during FY 1995.

The Economic Emergency Fund
e Established in 1984 and modified in recent years.

e The maximum balance of the Fund is 2.5% of the
adjusted General Fund revenue estimate (statute
amended from 5.0% in HF 2625 during the 2002
Session, but this language was notwithstood for
FY 2004 so the FY 2004 goal remains at 5.0%).

e Once all GAAP obligations are retired, remaining
funds are credited to the Economic Emergency Fund.

e Moneys in the Economic Emergency Fund may be
used for cash flow purposes but shall be returned by
the end of the fiscal year.

e Spending from the Fund is limited to emergency
expenditures.

e Legislation passed during the November 2001
Special Session limited such transfers to $50.0
million. Allows for an appropriation from the
Economic Emergency Fund to reduce a negative
ending balance in the State General Fund. The
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IOWA’S RESERVE FUNDS
(RAINY DAY FUNDS) (Contd.)

appropriation is limited to $50.0 million and is
contingent upon the certain circumstances. (In

FY 2001, $66.1 million was transferred from the
Economic Emergency Fund to the General Fund to
offset a General Fund deficit.)

Reserve Fund Appropriations
($ in millions)

Actual Est. Est.

Fund 2002 2003 2004
Cash Reserve $ 900 $ 206 $ 0.0
GAAP 0.0 0.0 0.0
Economic Emerg. 149.9 25.0 0.0

Reserve Fund Balances
($ in millions)

Actual Est. Est.

Fund 2002 2003 2004
Cash Reserve $140.1 $205.4 $207.4
GAAP 0.0 0.0 0.0
Economic Emerg. 252 3.3 3.3
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Receipts Tax Refunds

FLOW OF GENERAL FUND
! REVENUES AFTER EXPENDITURE
E LIMITATION ($ in millions)
i

=+= General Fund Appropriations— == = -=:=-=-=-="
General limited by statute to 99% of adj ip

$2.0 million

Fund

mree FY 2003 Ending Balance- — - —-—-—- ===~ .-
I

GAAP

If there is no

outstanding GAAP
debt, money flows
through to EEF on
Sept. 1- otherwise,
GAAP debt is paid.

ECON. EMERG. FUND  (EEF)

Bal. Fwd. $ 3.3
Excess from GAAP 0.0
Total Funds Avail. $ 3.3

Excess to Gen. Fund 0.0 EEF /
Bal. Carried Fwd. $ 3.3 Barrel is full when $0.0 million
fund balance is 5.0% interest
of Adj. Receipts (FY deposited
¢ 2004 =$230.6 mil). in G.F. for
$0.0 Excess to General FY 2004

Fund.

A
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FY 2004

Gen. Fund Appropriations = $4.550 billion

Est. Ending Balance = $62.8 million

Bal. Fwd.

Excess to GAAP
Bal. Carried Fwd.

CASH RESERVE FUND

FY 2003 End Bal.
Total Funds Avail.

(CRF)

$ 205.4
2.0
207.4
0.0

$ 207.4

%—:kg Barrel is full when fund B%?

balance is 5.0% of Adj. 1
Receipts (FY 2004 =

$230.6 mil). Excess to,
\GAAP Fund.

$7.6 million
interest

1 deposited
in G.F.

for FY 2004

RIIF

For public infra-
structure-related
expenditures. (FY
2004 = $-32.1 mil.)
Remains in the Fund

REBUILD IOWA INFRASTRUCTURE
FUND (RIIF)

Bal. Fwd. $ 01
Interest 2.0
Marine Fuel Tax 2.3
Gaming Revenue 31.3
Gaming Rev. Transfer -10.0
Total Fund Avail. 25.7
Appropriations -57.8
Balance Carried Forward $-32.1

Appropriations
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GENERAL FUND BALANCE
UNRESERVED - GAAP BASIS
FY 1992 - FY 2002

$